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people, events, techniques
Personal Information Stored in Computer Files Should

Be Severely Limited, Law Professor Advises Conference
No one has the right to say,
“The computer made me do it,”
Alan F. Westin, professor of law
and government at Columbia Uni
versity, told the Fourth Annual
Conference of Human Resources
Systems Users, November 12 in
New York.
Dr. Westin, a member of the
National Academy of Sciences re
search team that for three years
studied how organizations are us
ing computers to process informa
tion about people (see M/A, JulyAugust ’73, pp. 57-59), said that if
society chooses to use the com
puter to store information about
people it must have clearer rules
of privacy, secrecy, and materiality
for these files.
January-February, 1974

There are three questions that
must be decided about personnel
files, the attorney told the person
nel officers. First, what information
should be stored in a computerized
file?
Syndrome to be avoided

He warned against the “Dumpit-in: It-can’t-do-any-harm” syn
drome. The administrator should
“look with a jealous eye at what
information should go into the file
at all,” he said. Any information
that is not necessary for personnel
administration should be wiped
out. After the decision to hire a
job candidate is made, his back
ground should be shredded.
In one corporation, executives

were given a list of questions that
were under consideration for a
personnel file. The executives were
asked which questions they re
sented answering. In several cases
questions that seemed innocuous
to the file designers, were found
objectionable by the executives.
As little personal data as pos
sible should be kept on file, Dr.
Westin advised. “Not only is it
cost-effective, but privacy-respec
tive,” he said.
A second issue to be considered
is what rules of data confidentiality
should exist inside and outside the
organization?
Taking what he called a “civil
libertarian point of view,” the at
torney said that it is advisable for
5

people to have access to files kept
on them; otherwise fear about be
ing controlled by unknown evalu
ations and judgments is created.
As for sharing information with
outside organizations, he said it is
time for reexamination of the pol
icy of sharing with others so they
will share with you. For outside
sharing, you must have rules on
who has access, what kind of in
formation is given out, what are
the liabilities, and what notifica
tion should be given to the indi
viduals involved. This has to be
decided on an area by area, case
by case basis.
Individuals' rights

Finally, what rights of access
should an individual have to re
view files kept on him? In this re
spect, Dr. Westin maintains that
computerized personnel records
are better than manual records
because annual printouts can be
made and the individual asked for
corrections on his record. When
the desired corrections are made,
a new printout can be immedi
ately produced and it affords the
individual a feeling of security
about the accuracy of his file.
Dr. Westin was asked what he
thought of the Health, Education
and Welfare study on recordkeep
ing. He said that he agreed with
the study that the use of the So
cial Security number should be
inhibited and many corporations
feel the same way. The Mutual of
Omaha issues unique employee
and policyholder numbers be
cause they feel that it gives them
one more level of control of their
files, he reported.
According to the HEW recom
mendations, a person would not
have to submit his Social Security
number for purposes other than
those of the Social Security sys
tem. In this way, the computer al
lows people to make individual
ized choices that manual systems
don’t, Dr. Westin explained. For
instance, individuals could specify
whether or not they wanted their
names added to mailing lists. That
6

way people who enjoy getting
mail and are good prospects for
direct mail advertisers would be
served and individuals who are
annoyed with what they consider
junk mail would not be bothered.

Five Reasons for

Erosion of Foreman’s
Authority Cited
The role of the foreman has
been eroded in the organizational
structure, John A. Patton told the
National Machine Tool Builders’
Association, October 11.
“The foreman today is being held
responsible for functions over which
he no longer has any real authority
or control,” observed Mr. Patton,
president of Patton Consultants,
Inc., Des Plaines, Ill. “For some
time he has not been able to hire
and fire and set production stan
dards. He cannot transfer employ
ees, adjust the wage inequities of
his men, promote deserving men,
develop better machines, methods,
and processes, or plan the work of
his department with anything ap
proaching complete freedom of ac
tion. All these matters for which he
is completely or partially respon
sible have now become involved
with other persons and groups, or
they have become matters of com
pany policy and union agreement.
“He is hedged in on all sides
with cost standards, production
standards, quality standards, stan
dard methods and procedures, spec
ifications, rules, regulations, poli
cies, laws, contracts and agree
ments, and most of those are for
mulated without benefit of his par
ticipation,” the consultant said.
Since the performance of the
foreman can affect productivity,
product quality, and profit, man
agement should carefully scrutinize
its relationships with foremen, Mr.
Patton advises. He has found that
five factors affect their perform
ance.
First, there are not substantial
pay differentials between workers
and foremen in many organiza

tions. Mr. Patton said, “In over
60 per cent of companies today, the
skilled employees in his department
take home equal to or more pay
than the foreman . . . Also, in too
many companies the management
has a policy of tying the compensa
tion differential of the foreman to
the unionized personnel by main
taining a 15 to 20 per cent incre
ment . . . Frankly, it puts the fore
man in the frame of mind that his
well-being is tied in with the union
rather than with the management
of his company,” the consultant
said.
Second, staff specialists usually
hinder rather than help the fore
man do a more effective job be
cause they treat him like the “little
man that wasn’t there,” Mr. Patton
said.
Third, foremen do not feel they
are part of management and man
agement does not try to convince
them that they are. Mr. Patton
commented, “I have witnessed
companies where sincere attempts
have been made to keep the fore
men informed on a constant and
continuous basis. In spite of this
sincerity, I have never found a
company in all my years in the
consulting field where all the fore
men felt they were fully informed
and really part of management.”
Fourth, a high percentage of
foreman training is not tailored to
the company or the man nor is it
fitted to actual shop situations.
Fifth, the criteria used for se
lecting foremen are unrelated to
those used for selecting effective
supervisors, Mr. Patton said. The
correlation between a good pro
ducer and a capable foreman is
purely coincidental, he observed.
“The effective supervisor, both
in terms of production and morale
is the one who tends to see his job
primarily in terms of human prob
lems, the management and support
of people, as contrasted with the
individual who may see his job
primarily in terms of rules, pro
cedures, technical efficiency, and
direct pressure for productivity. If
you, as management, can convince
your foremen that you have their
Management Adviser

interests at heart, and mean it,
you will bring about more effec
tive supervision than any incen
tive you could create,” Mr. Patton
told the machine tool builders.
In another recent speaking en
gagement, Mr. Patton told the 37th
Annual Industrial Engineering and
Management Clinic, “Those con
sultants who will not assume re
sponsibility for results should base
their charges on a price per pound
of manual produced for the cli
ent.”
The consultant was making some
observations on the profession
based on his 30 years in the field.
He said industrial engineers
“Talk too much with a Harvard
accent; spend too much time on
computation to the third decimal
place rather than working to gain
wholehearted acceptance by firstline supervision; still haven’t
learned that personal involvement
and participation will remove
many of the obstacles on the way
to obtain results; should insist on
accountability standards for every
one from the janitor to the presi
dent; and ought to face up to un
pleasant tasks and turn the disad
vantage into an advantage.”

Checkless Society Is

At Least 5-10

Years Away, ABA Told
Roughly one per cent of the
gross national product, or $10 bil
lion per year, is spent on proc
essing checks and using money,
the American Bankers Association
reports. Electronic funds transfer
systems may help the situation, but
it will take at least five to ten
years just to stop the growth of
paper checks and cash transactions
in our economy, an ABA spokes
man said.
The average check is processed
in ten “hands on” steps and the
processing cost runs about $0.16
per check, said Dr. William Ford,
director of the American Bankers
Association research and planning.
He cited industry estimates that
8

forecast total check volume to be
above 40 billion by 1980.
Check handling costs can be cut
by at least 50 per cent through the
use of electronic money, feasibil
ity studies show. But for the im
mediate future, the nation seems
not to be moving toward the
checkless society but, more ac
curately, toward the “less check,
less cash society,” Dr. Ford stated.

tion also reports that automated
clearing houses, for transactions
among banks in a given area, are
already operating in Georgia and
California and are under develop
ment in other states.
“Only after consumer confidence
has been gained and the host of
legal and regulatory impediments
are overcome in the field of EFTS
can we begin to talk about the
‘checkless society,’ ” Dr. Ford stated.

Banks, S&Ls, work on problem

“Both banks and thrift institu
tions are now committing substan
tial resources to the design and
development of electronic funds
transfer system (EFTS) compo
nents,” Dr. Ford said. “A good por
tion of EFTS’ elements are al
ready in place. Many major U.S.
corporations now regularly move
funds and transmit financial mes
sages over the ‘Bank Wire’—an elec
tronic network connecting 240
banks in 74 cities. The Federal Re
serve has also increased its capac
ity to transfer funds electronically
by means of the so-called ‘Fed
Wire.’ During 1972, 9.5 million
transactions—involving $17.9 tril
lion—were channeled through this
system.”
The Federal Government is us
ing EFTS experimentally to pay
some U.S. Air Force personnel
(see M/A, November-December,
1973, p. 12).
In Seattle, a bank’s customers
can use its computer to pay their
bills, calculate their household
budget, or make notations of spe
cial payments for tax purposes.
The customers are charged $6.50
per month for the service and can
dial the computer via a push but
ton phone, the ABA reports.
A savings fund society in Wil
mington, Del., enables its cus
tomers to pay bills with a special
“money card” that authorizes im
mediate transfer from their ac
counts to the merchants’ bank ac
counts. In Columbus, Ohio, a bank
is developing a system that would
use a money card to transfer funds
right at point-of-sale terminals.
The American Bankers Associa

Western City Replaces

Radios in Patrol Cars

With Teleprinters
Everything’s up to date in Or
ange County: Last issue we told
you about the county’s facilities
management arrangement (see p.
8), this issue we report on one of
its communities’ police communi
cations system.
Electronics cuts response time

Huntington Beach, Calif., has in
stalled readout teleprinters in all
of its patrol cars. Under the old
manual dispatching system using
radio voice only, it took a police
man 50 seconds to receive, copy
down, and acknowledge a dispatch
message. A policeman using the
teleprinter system can read and ac
knowledge a message in seven sec
onds, Huntington Beach reports.
Upon receiving a call for assis
tance, the communications operator
types the response address on a
video terminal and requests an ad
dress file search to be performed
by the system’s computer. In three
seconds the computer verifies the
validity of the address and sup
plies geographical identification
codes. The computer will also re
turn a printed list of known police
and fire hazards at the location.
From his patrol car, the police
man can request the records check
be made on a person or a vehicle.
Huntington Beach says this has led
to higher apprehension rates and
increased officer safety.
By December, 1974, the com
munity plans to add a vehicle loca
Management Adviser

tor service to its system. This will
graphically indicate the location of
all police units within a quarter
mile radius and indicate their
availability and the priority of all
calls requiring police response. It
is expected this addition will re
duce response time to emergency
calls and make more effective use
of police personnel.
The police communications and
control system was designed and
manufactured by Motorola Com
munications and Electronics, Inc.
An alarm system is also tied into
the computer, so that once an alarm
is tripped a notice is teleprinted to
all police field units. If a business
owner has a special alarm audio
monitoring device, when the alarm
is tripped the communications cen
ter will monitor all voices and
noise within the establishment. An
associated random access micro
film file is under development
which will give the dispatcher
maps of all escape routes and spe
cific building diagrams.
There is a computer interface be
tween Huntington Beach’s police
and fire departments which allows
the proper agency to respond to a
call made to either one.
For emergency situations, Hunt
ington Beach has support units of
a three-man K-9 squad, a five-man
Special Enforcement Detail, a twoman bomb squad, and a new 35man mobile field command unit.
Everything is, indeed, up to date
in Huntington Beach.
“Huntington Beach’s population
increased 100 per cent between
1965 and 1973,” said Mayor Jerry
A. Matney. “We were faced with a
huge need for increased police and
fire protection, as well as numer
ous other services, but without an
adequate tax base. Businessmen
seeking new sites naturally con
sider such protection when making
decisons as to where to locate and
our new command and control sys
tem has already helped to attract
several new firms to Huntington
Beach.”
Huntington Beach may be the
security-minded businessman’s sec
ond choice—after Fort Knox.
January-February, 1974

System also permits visual images to be displayed to assist in identifying
exact apartment locations.

For the Management Consultant—

Environmental Management Major Challenge to
CPAs in Coming Decade, Gaede Tells MAS Meeting
During the next decade, en
vironmental management affords
perhaps the major opportunity for
client services in which all CPAs
can participate, William G. Gaede,
Touche Ross & Co., told AICPA
members attending the manage
ment advisory services (MAS) tech
nical session at this year’s annual
meeting, October 16 in Atlanta.
“Environmental management,”
the process of regulating man-made
pollution with the goal of reduc
ing and eventually eliminating it,
has become the responsibility of
Federal, state, and local govern
ment and the concern of most of
the CPA’s clients, Mr. Gaede,
chairman of the AICPA’s MAS en
vironmental accounting subcom
mittee explained.
Even if the accountant doesn’t
specialize in this area, to serve his
client, environmental laws must be
come part of his body of knowl

edge, just as tax laws are. Most of
the CPA’s clients in the private
sector “are subject to some provi
sions of these statutes or their cor
responding state and local ordi
nances with resulting costs and
pricing consequences for these en
terprises,” Mr. Gaede said.
CPAs must keep informed

There are certain pieces of Fed
eral legislation that are “impera
tive to be aware of and conversant
with in terms of serving your cli
ents,” he told the CPAs. These in
clude: SEC Release No. 5386
which requires issuing corporations
to disclose the material effects that
compliance with environmental
laws may have on them and their
subsidaries’ capital expenditures,
earnings, and competitive position;
and the Federal Tax Reform Act
of 1969 which established tax in9

. . . reporting of forecast’s precise meaning still needs study: Bernstein

centives for capital expenditures
associated with pollution control.
A survey conducted last year by
the environmental accounting sub
committee found that firms that
were working on environmental
engagements often needed more
than traditional CPA skills, the
subcommittee’s chairman said. For
certain engagements non-account
ing skills were called for. The
larger firms hired the necessary
talent and the smaller ones estab
lished working relationships with
other experts.
How one local firm did it

Mr. Gaede described how a local
firm with a staff of about 30 pro
fessionals became involved in this
area, to the point where today it
accounts for more than ten per
cent of its billings, while four years
ago it wasn’t in the area at all.
First, the firm subscribed to en
vironmental reporting services and
quarterlies. (A list of these can be
found in The Journal of Accoun
tancy, July, 1973, pp. 90-91.) It also
became involved in community af
fairs, including citizen boards and
commissions, Mr. Gaede explained.
One of the benefits of this involve
ment was the firm’s development
of contacts with related profes
sionals also working in the same
area, including civil engineers,
landscape architects, and attorneys.
The firm “became aware of what
the local political situation was,”
in terms of what were the targets
of environmental concern. Concur
rently, the CPAs familiarized them
selves with state and local statutes
covering environmental practices
and control.
Finally, the firm adopted a basic
service strategy to take on work
that could be done with traditional
CPA skills or where their CPA
skills were the key element. The
firm maintained an active relation
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ship with related professionals who
could be called on to provide spe
cialized skills needed for specific
engagements.
“Why not take advantage of this
opportunity for client services. If
you don’t, someone else will,” Mr.
Gaede told the CPAs.
The session covered another area
of service gaining new emphasis,
thanks to the February 2, 1973,
SEC Release Nos. 33-5362 and
34-9984. Forecasting and budget
ing techniques were discussed by
George L. Bernstein, Laventhol
Krekstein Horwath & Horwath.
The February release requires
that a company which chooses to
disclose projections of future eco
nomic performance in its financial
reports must have been “a report
ing company for a reasonable per
iod of time and that it had a his
tory of earnings and of internal
budgeting.”
Mr. Bernstein advised, “If your
clients do not have such a history
they had darn well better get
cracking on that in order to dis
close any projections of future eco
nomic performance.”
Forecasting sales

The first thing, and in the judg
ment of some the most difficult
task, is to forecast sales, Mr. Bern
stein said. This can be done with
either noncausal techniques, tech
niques which are extrapolations of
historical sales records and assume
existing patterns will continue into
the future, or causal techniques,
which identify and measure forces
that have caused the time series to
behave in a certain way in past
years. Judgmental approaches to
forecasting are then used to com
plement the quantitative method
ologies.
Although the bulk of the oper
ating budget can be constructed
once sales are forecast, there are

uncertainties that affect the net in
come figure, Mr. Bernstein noted.
A variety of assumptions related to
both the internal and external en
vironment affect the estimate of
the net income, the CPA explained.
To help management understand
the cost dynamics of a particular
company a variety of management
accounting concepts are useful in
cluding direct costing, responsibil
ity reporting, and variance anal
ysis.
Interpreting forecasts

When asked by a member of the
audience where the greatest re
search effort involving forecasting
is needed, Mr. Bernstein replied
that while the techniques of fore
casting are known, reporting on
precisely what the forecasts mean
still needs to be studied.
In response to a question asked
about small businesses attempting
to utilize more complex forecast
ing techniques, Mr. Bernstein re
plied: “Each management must
determine what the cost and bene
fit of each forecasting approach
will be for their own internal
needs . . . Certainly, this is an area
where we in the profession can
give the guidance in what the in
cremental benefit will be toward
getting into some of the sophisti
cated techniques, the complex
causal mathematical techniques, re
gression analysis techniques, the
techniques used in computer simu
lation, etc.”
A third portion of the MAS ses
sion was given to a discussion of
minicomputers as business systems
by Ralph McCormick, Geo. S.
Olive & Co.
“Some people seem to feel that
the on-line minicomputer is not
suited for business data processing.
Our experience and investigation
have indicated that although it is
not a panacea, it has wide appli
Management Adviser

cation in business data processing,
and that in a number of cases, it
offers solutions that are far supe
rior to more traditional types of
equipment.
“It is also very clear that most
clients will need far more outside
assistance in implementing these
systems. And . . . these clients are
likely to look first to their CPA to
find this kind of help,” Mr. Mc
Cormick said.
He was asked to give an exam
ple of a minicomputer on-line ap
plication and its costs. Mr. McCor
mick said that one company that
manages 60 shopping centers in
the Midwest uses a minicomputer
at the purchase cost of about
$33,000. This would be equivalent
to approximately $950 per month on
a five-year lease including mainte
nance. The company is using the
mini to do expense distribution,
general ledger, and statement prep
aration for each of the 60 corpora
tions and is now in the process of
putting its payroll and accounts re
ceivable on the mini too.
The speaker was also asked if
he considered an on-line IBM System/3 equivalent to a minicom
puter. Mr. McCormick replied that
while the System/3 does fit the
definition of minicomputer as used
by some, relatively equivalent
equipment is available from mini
computer manufacturers, at costs
that are frequently less than half
of IBM’s.
However, the speaker pointed
out, these machines offer much less
in the way of applications software,
implementation support, and ser
vice, and this lack of vendor sup
port accounts for much of the dif
ference in equipment cost. He as
serted that this shortcoming cre
ates a need for a new and more
difficult type of assistance from the
CPA.
Mr. McCormick added that total
costs include development and ser
vice costs and that the minicom
puter is most attractive in applica
tions where these requirements are
minimal.
January-February, 1974

The moderator of the MAS tech
nical session was Lowell A. Baker,
Meaden & Moore, chairman of the
MAS education and training com
mittee.

For the Executive in Finance—

Charge-Back, Cost Center
EDP Budgeting Debated

At New York Meeting
Today two-thirds of the cost of
running a data processing depart
ment are attributed to personnel
expenses and one-third to equip
ment. Over the next decade, per
sonnel will account for an even
larger chunk of the pie and, conse
quently, to keep EDP costs in line,
emphasis must be placed on im
proving programer productivity,
said John H. Richards, manager,
computing and telecommunications
services, Weyerhaeuser Company.
He spoke before The Conference
Board’s session on “Senior Man
agement and the Data Processing
Function,” held November 26-27
in New York.
Despite the possible machine ef
ficiencies of assembly language, to
make the best use of its EDP staff’s
time, Weyerhaeuser is developing
about 70 per cent of its programs
in COBOL and the rest in FOR
TRAN, Mr. Richards said.
The company is also utilizing a
report generator package from
Computer Sciences Corporation
called “COGENT.” It simplifies de
sign and coding; is well suited to
small, quick, turnaround applica
tions; saves people time and cost;
and is generally as efficient of com
puter resources as COBOL is, Mr.
Richards reported.
Another speaker, John A. Gosden,
vice president of The Equitable
Life Assurance Society of the
United States, discussed the broad
effects of EDP charge-backs [i.e.,
charging the user department for
its utilization of the computer de
partment’s staff and equipment] in
a large commercial environment
with a high volume of regular jobs

and a straightforward cost center
concept for budgeting and control.
Mr. Gosden explained, “The fol
lowing structure is a simplification
of that used at Equitable and is
typical of charge-back structures
in industry:
• “There are two basic types
of activity for which there are
charges, development projects and
running jobs;
• “Development projects have
two main components, labor char
ges and computer charges for test
ing;
• “Running jobs have two major
components, data entry charges,
and computer charges.”
Computer charges are the seg
ment of the charging structure that
has given rise to many alterna
tives and arguments, the EDP ex
ecutive said.
Most organizations put system
development costs in their expense
budgets, which leads to limiting
development because of expense
controls. Also users concerned with
cost-benefit analyses tend to look
for early pay-offs to offset their de
velopment expenses, Mr. Gosden
said. Pressure mounts for “phased
implementation” and “creeping
commitment.”
Possible distortions

“A basic predicament in setting
up charge-back schemes for com
puter charges is whether to use a
detailed cost-recovery approach or
a fair-pricing approach,” he said.
“Basically, the problem with a de
tailed cost-recovery approach is
that it introduces distortions. For
example, if a new machine is ob
tained and is lightly loaded, ini
tially the early pioneers will pay a
high rate; and as it becomes
loaded, the rate will reduce and
demand will increase when it is
least needed.
“Further, a cost-allocation ap
proach often introduces peculiari
ties into the charging policy that
seem anomalous to the user. Since
we expect people to ‘game against’
the charging policy, it makes sense
to construct the detailed policy so
11

that a ‘desired behavior’ is ob
tained. If ‘overall cost recovery’ is
also required, it can be obtained by
an overall adjustment,” Mr. Gos
den said.
In his company, to keep from
penalizing “early pioneers,” charges
are based on assuming all shared
equipment is fully loaded. In one
case where management wanted to
expedite a change from tape to disc
usage, it underpriced disc usage as
an additional incentive.
Originally the company charged
different rates depending upon
three size ranges for core usage.
The design review team found that
program designers were trying to
keep core sizes just beneath the
price-change levels. For instance, if
200,000 bytes was the price change
point, programers would design for
190,000 bytes. To prevent this,
smaller steps for price changes
were established.
“Although we try to keep our
computer-charging formula simple,
there have been occasions when
some details are important,” Mr.
Gosden stated. “The most impor
tant case concerned the high over
head associated with short tests
that require mounting and de
mounting of peripheral devices.
We made sure that there were re
alistic charges for such handling.
Combined with other incentives,
we reduced unit costs of tests and
decreased the proportion that
needed setups from about 60 per
cent to 30 per cent.”
Equitable has a multiprogram
ing situation so that if one program
monopolizes a single resource it
prevents others from being run. If
a program is uniformly balanced,
Mr. Gosden explained, it should
utilize the same percentage of al
locatable central processing unit,
allocatable core, allocatable disc,
etc., and, consequently, be fairly
charged as that percentage of the
desired hourly recovery rate. How
ever, if the program makes un
balanced use of allocatable re
sources it inhibits program mixing
and should compensate by paying
higher charges.
“Arbitrarily we decided to dou
12

ble the marginal charge rate at
about 33 per cent of a resource;
this break-point also corresponds to
the task resource profile bounds
that we publish in our guidelines
for designers. If a task uses an un
balanced set of resources, then it
is obvious that to take the maxi
mum of the proportions is an ap
proach which also induces design
ers to balance resources. We arbi
trarily mitigated this by taking 4/5
of the maximum and 1/5 of the
next maximum. The values for
EXCP [executive channel program]
is an average measurement made
dynamically in OS-360 for CPU
usage due to supervisor calls,” Mr.
Gosden said. Some artificial sim
plicities are contained in the for
mula, such as one seven-track tape
is equated to two nine-track tape
units, he added.
This charge-back formula has
been used by Equitable for the
period 1972-4 and has motivated
redesign efforts to reduce running
costs of jobs. EDP management is
becoming more concerned with the
details of charge-back policies and
the effects they have on designers
and users and on attaining overall
cost recovery objectives.
Mr. Gosden observed, “EDP man
agement also seems to be building
upon charging schemes to improve
forecasting of loads and measuring
capacity of systems and is begin
ning to experiment with cost/performance analysis of components
of its EDP operations.”
In conclusion, he said, “The re
cent emphasis on cost control has

increased user pressure for faster
return for current expenses and in
creased management’s efforts to
look for performance measures in
EDP operations. The next initiative
will be pressure from users for
more charges based upon the user’s
unit of work, invoice, pay slip, pay
ment, etc.”
He recommended reading the
November, 1973, EDP Analyzer on
this topic.
One opponent of the charge-back
system, for the data processing de
partment, spoke up. Duane R. Borst,
comptroller, Inland Steel, said that
he opposed the method for several
reasons. “People get vehement
about being charged for things
they don’t feel they can control,”
Mr. Borst said. Also, some user de
partments begin feeling that they
are such good customers of the
data processing department that
they demand their jobs be run on
the computer immediately and
even want to come down and run
them themselves. Finally, he said,
some organizations do not lend
themselves to being meaningfully
broken down into profit centers.
We have only been able to sum
marize one part of one session of
a very interesting multi-session
conference on “Senior Management
and the Data Processing Function.”
Tapes and transcripts of the entire
meeting are available to Confer
ence Board associates in its library,
845 Third Avenue, New York City.
The Board anticipates having a
published version of the proceed
ings later this year.

Top Financial Officers’ Pay Increased More in
Recession Year Than in Prosperity, Survey Shows
In 1972 average total compensa
tion for controllers rose 11.2 per
cent, for treasurers 10.7 per cent,
for top financial officers 10.5 per
cent, and for chief executives 9.8
per cent, reports a survey re
cently published by the Financial
Executives Institute.
The survey was conducted by

Edwin S. Mruk and Donald R.
Guerette, both with the New York
management advisory services de
partment of Arthur Young & Com
pany. Questionnaires were sent to
each of the companies represented
in the Financial Executives Insti
tute membership (each company
has a minimum net worth of
Management Adviser

$2,000,000). Over 1,000 companies
replied, providing information on a
total of 5,431 executives. Informa
tion asked for included 1971-1972
cash compensation data (base sal
ary and bonus payments) for the
chief executive and 13 financial
and accounting management posi
tions. The survey’s findings are
given in Executive Compensation,
a 111 page report, priced at $25
and available from the Financial
Executives Institute, 633 Third
Avenue, New York, N.Y. 10017.
On a regional basis, for top man
agement the largest average total
rise in cash compensation, 11.9 per
cent, occurred in the West. Top
management executives in the
Southwest received the smallest re
ported increase, 6.1 per cent.
How closely did these increases
adhere to the 5.5 per cent guide
line? Messrs. Mruk and Guerette
point out the major portion of the
overall increases in average total
compensation can be attributed to
increases in bonus levels.
Controls held increases down

The authors say it should be
noted, “that while average base
salaries for the positions surveyed
increased by 5.9% in 1972, a year
of improved business conditions,
the average rate of base salary in
crease in 1970, a year of business
decline, was 8.5%. Thus, the eco
nomic control guidelines appear to
have had a significant influence
upon salaries.”
As for middle management, av
erage total cash compensation in
creased by 9.3 per cent in the
1971-1972 period, the survey re
ports.
Middle management experienced
the following percentage increases
in total compensation 1971-72: top
financial relations executives in
bonus companies 15.3 per cent, in
non-bonus 3.7 per cent; top finan
cial analysis and profit planning
executives 13.1 per cent in bonus
companies and 10.1 per cent in
non-bonus; top budget executives
11.0 per cent in bonus companies
and 8.0 per cent in non-bonus; and
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COMPENSATION OF CONTROLLERS IN THE NORTHEAST
SALES
VOLUME
Millions of
dollars
Under 5
5-10
10-25
25-50
50-100
100-200
200-500
500-1,000
1,000-2,000
2,000-5,000
5,000 and over
All levels

Average
Base Salary

BONUS
COMPANIES
Average
Bonus

Total
Compensation

0.0
24.0
21.0
26.7
26.9
33.2
38.9
42.8
46.1
61.0
103.4
36.5

0.0
2.5
2.8
3.6
3.3
7.9
7.3
8.2
12.1
21.6
78.6
9.0

0.0
26.5
23.9
30.3
30.2
41.1
46.2
51.1
58.1
82.6
182.0
45.5

NON-BONUS
COMPANIES
Total
Compensation
0.0
22.8
23.1
28.9
27.4
33.1
37.0
47.0
52.1
81.0
108.8
35.5

Companies reporting: 195; Percentage paying bonus: 59.0; Average bonus as a per
centage of base salary: 24.7.
Reprinted from Executive Compensation by permission of the publisher, Financial Executives
Institute.

cash management executives 12.0
per cent in bonus companies and
7.1 per cent in non-bonus. Other
positions are listed in the study.
The FEI study includes an anal
ysis of executive compensation on
regional pay levels, and a compar
ison of top management compen
sation by industry.
Looking at top management
compensation, the study states, “In
1972, Transportation Equipment
was the highest-paying industry of
all industries surveyed. In 1970, it
was the sixth-highest-paying indus
try reporting. Chemicals and Pet
roleum continued to be the sec
ond-highest-paying industry, while
Retail Sales has dropped from
first in 1970 to third in 1972.”
On the other end of the execu
tive ladder, Abbott, Langer & As
sociates, Chicago management
consultants, has completed a sur
vey of starting salaries and re
cruiting ratios for inexperienced
college graduates.
The firm’s 1973 College Recruit
ing Report can be obtained from
its office at 135 South La Salle
Street, Chicago, Ill. 60603, for $25.
On the basis of over 8,000 inex
perienced college graduates hired
by survey participants during this
past college recruiting year, the
firm’s managing consultant, Dr.
Steven Langer, reported that tech
nical graduates with B.S. and M.S.

degrees showed the largest aver
age increase in starting salaries:
4.6 per cent for B.S. graduates and
6.5 per cent for M.S. graduates.
The average starting salary for
B.S. graduates was $923 per month
and for M.S. graduates $1,080 per
month, the consulting firm found.
Abbott, Langer, observes that
for the first time in many years,
recipients of M.B.A. degrees
showed little change in average
starting salaries since the previous
year. M.B.A. graduates averaged
$951 per month, the firm reports.
Looking at the results of both
surveys, the climb from the begin
ning M.B.A.’s $11,412 compensa
tion up to the chief executive of
a billion-dollar-plus organization’s
$249,500 seems long indeed.

Space problems have
made it impossible to
incorporate our feature
“New Products and Services”
in this issue. It will be
resumed in our next issue.
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